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Summary

Background

Investors = you and your superannuationInvestors = you and your superannuation

Company Report Card metrics for “Changing Face”

1.Sustainable Managementg
Recognise and treat pimples
Prioritise and gain from features

2 Financial Returns2.Financial Returns
Recognise relative performance
Improve returns
Grow sustainablyGrow sustainably

Industry Report Card metrics for “Changing Body”

1 Consumer has to be able to pay much more for raw food over the next 20 years1.Consumer has to be able to pay much more for raw food over the next 20 years

2.Consumer has to pay much more for raw food over the next 20 years
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Investors

Growers – “your pocket” and “your land”

Superannuation fund – “your super”p y p

Sovereign funds – “someone’s taxes”

ABB Grain AWB CBH GrainCorp

Growers 45% 40% 100% 30%Growers 45% 40% 100% ~30%

Domestic 30% 50% 50%

Foreign 25%

(Viterra?)

10% JV partners ~5-10%

(Viterra?)
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Key takeaway – Investors are not faceless



Changing Face - “Pimples” and “Features”

Short term “Pimples”

• Global confidence decline – deflation, credit crunch

• Regulation – creeping back into some sectors (e.g.. Dairy)

Long term “Features”

• Sustainability – culture, financial volatility/returns, limited resources 
(human, water, energy, materials), waste treatment (liquid, solid, gas 
<part of which is climate change>)p g )

• Consolidation – across and between sectors  

• Regulation – Australian wheat export deregulation (yes, priority #3)g p g (y , p y )

• Productivity – Resource management, technology (genetically 
modified food)
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Changing Face - Assessment

ABB Grain AWB CBH GrainCorp

Recognise A – few recurring C – continuing C – too much capital B - back to networkRecognise 
pimples

A few recurring 
problems

C continuing 
earnings holes

C too much capital 
on logistics

B back to network 
leverage

Prioritise 
features

B – management 
stretched

C – moving away 
from trading

C – many levels of 
decision making

C – fixed balance 
sheet

Sustainable 
response

B – seeking global 
platform

C – 50% through 
transformation

B – OK if stay a WA 
S&H only

C – 50% through 
transformation

Key takeaway – Management and staff 
recognise pimples and treat permanently

Key takeaway – Management prioritise features
Example - Climate change is a very small subset of

recognise pimples and treat permanently
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Example - Climate change is a very small subset of 
Sustainability



Company Performance – Return on Investment
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Key takeaway – Volatile – Yes. Sustainable – Improving.



Company Performance – ROI vs. 10% benchmark

ABB Grain AWB CBH (2008) GrainCorpABB Grain AWB CBH (2008) GrainCorp

Average

2003

8.6% 6.7% 9.2% 4.6%

2003

to 2009
2010 13.1% 8.2% - 10.2%2010 13.1% 8.2% 10.2%
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Key takeaway – Sub 10% in recent times…not ideal



Investor Choice - Associated Grain Companies
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Key takeaway – Deregulation and consolidation has widened definition 
of a “grain company”…Farm input companies are outperforming

Source: Company data & Austock forecastsFY03A FY04A FY05A FY06A FY07A FY08A FY09F FY10F
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Investor Choice - Global & Australian Benchmarks - Agribusiness
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9



Investor Choice - Global & Australian Benchmarks
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Key takeaway – Investment funds are very transportable

Vale (Brazil) ASX200 Cash
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Industry Report Card metrics for “Changing Body”

1.Consumer has to be able to pay much more for raw food over the next 20 
yearsyears

2.Consumer has to pay much more for raw food over the next 20 years
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Cheap food exists due to short and long term overcapacity

Hurdles to sustainable farm gate prices

1 E i it l h i

Bread - white, sliced, loaf, 650g

1.Excess processing capacity along chain

2.Poor grower selling power

3 Government and customers expect cheap food3.Government and customers expect cheap food
Current and sustainable retail prices (A$) per item on RHS
Bread 1.09 1.15

Meat 13 00 14 33Meat 13.00 14.33

Milk 1.48 1.63

Current and sustainable farm gate prices (A$)
Wheat 0 18 (17%) 0 24 (21% of final retail price)

Meat - mince, 1kg

Wheat 0.18 (17%), 0.24 (21% of final retail price)

Cattle 4.00 (31%), 5.33 (37%)

Raw Milk 0.30 (20%) 0.45 (28%)

Ref: Australia - CML & WOW On-Line 21/7/’09, AWB APW wheat price <A$300/mt, A$400/mt>, EYCI beef price 
<A$3.00/kg, A$4.00/kg>, Dairy Australia FY’10 milk price <A$0.30/litre, A$0.45/litre> - Italics sustainable 
estimates by Austock

Note: Supermarket house brand prices used to illustrate farm gate % of final price.  House brand vs. retail brand  
issue is left for later presentations.

Milk - 1 litre

12
Key Takeaway – Manufacturers have created 
overcapacity, not just Government
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Disclaimer
Recommendation Criteria
Investment View
Austock Securities Investment View is based on an absolute 1-year total return equal to capital appreciation plus yield.
Buy > 20%, Hold 20% - 5%, Sell < 5%
A Speculative recommendation is when a company has limited experience from which to derive a fundamental investment view.

Risk Rating

Austock Securities Limited has a four tier Risk Rating System consisting of: Very High, High, Medium and Low. The Risk Rating is a subjective 
rating based on: Management Track Record, Forecasting Risk, Industry Risk and Financial Risk including cash flow analysis.

Disclosure of Economic Interests

The views expressed in this research report accurately reflect the personal views of Paul Jensz about the subject issuer and its securities.  No part 
of the analyst’s compensation was, is or will be directly or indirectly related to any recommendation or view expressed in this report.

In addition, the following persons holds an economic interest in the following securities covered in this report or other securities issued by the 
subject issuer which may influence the report:

IPL and NUF

the author of the report 

Disclaimer/Disclosure

This publication has been prepared solely for the information of the particular person to whom it was supplied by Austock Securities Limited 
(“Austock”) AFSL 244410.  This publication contains general securities advice.  In preparing the advice, Austock has not taken into account the ( ) p g p p g ,
investment objectives, financial situation and particular needs of any particular person.  Before making an investment decision on the basis of 
this advice, you need to consider, with or without the assistance of a securities adviser, whether the advice in this publication is appropriate in 
light of your particular investment needs, objectives and financial situation.  Austock and its associates within the meaning of the Corporations 
Act may hold securities in the companies referred to in this publication.  Austock believes that the advice and information herein is accurate 
and reliable, but no warranties of accuracy, reliability or completeness are given (except insofar as liability under any statute cannot be 
excluded). No responsibility for any errors or omissions or any negligence is accepted by Austock or any of its directors, employees or agents.  
This publication must not to be distributed to retail investors outside of Australia.p

Disclosure of Corporate Involvement

Austock Securities Limited has not in the previous 12 months been involved in a publicly-announced transaction involving the payment of a fee to 
Austock Securities Limited by the corporate issuers described in this report.  Austock Securities does and seeks to do business with 
companies covered in its research.
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